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BEFORE THE AFUZ A CORPORATION COMMISSION 
Arizona corporation Commission 

DO CKEP E D 
APR 1 2  2006 JEFF HATCH-MILLER, Chairman 

WILLIAM A. MUND 
MARC SPITZER 
MIKE GLEASON 
KRISTIN K. MAYES 

IN THE MATTER OF THE APPLICATION OF DOCKET NO. W-01979A-05-0645 
SILVERWELL SERVICE CORPORATION DBA 
WATCO, INC. FOR AN EXTENSION OF ITS DECISION NO. 68657 
CERTIFICATE OF CONVENIENCE AND 

OPINION AND ORDER 

DATE OF HEARING: February 13,2006 

PLACE OF HEARING: Phoenix, Arizona 

ADMINISTRATIVE Amy Bj elland 

4PPEARANCES: Mr. Mark Grapp, President and General Manager, 
Silverwell Service Corporation doing business as 
WATCO, Inc.; and 

Mr. Keith Layton, Staff Attorney, on behalf of the 
Arizona Corporation Commission’s Utilities Division. 

BY THE COMMISSION: 

On September 6, 2005, Silverwell Service Corporation doing business as WATCO, Inc. 

“WATCO”) filed with the Arizona Corporation Commission (“Commission”) an Application for an 

ificate of Convenience and Necessity (“Certificate”). 

the Commission’s Utilities Division Staff (“Staff ’) filed an Insufficiency 

,etter. 

On November 4,2005, WATCO 

On November 3 

On December 2 

Staffs Insufficiency Letter. 

s matter for February 13, 

Affidavit of Publication and a copy of the notice 

ent to property owners in the exte 
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T NO. W-0 1979A-05-0645 

ajo County franchise. 

ng was convene 

n at its offices in Phoenix, Arizona. Both parties made 

matter was taken under advisement pending 

submission of a Recommended Opinion and Order. 

* * * * * * * 

Having considered the entire record herein an ing fully advised i 

Commission finds, concludes, and orders that: 

FINDINGS OF FACT 

1. Pursuant to authority granted by the Commission in Decision No. 38013 (September 

7, 1965), WATCO is an Arizona corporation that provides water service to approximately 290 

customers in portions of Navajo County, Arizona. 

2. On September 6, 2005, WATCO filed an Application with the Commission for an 

extension of its existing Certificate to an area of Navajo County known as the Shumway Road 

Improvement District (“District”), described more h l ly  in attached Exhibit A. The extension would 

add approximately 888 acres (1.35 square miles) about six miles northwest of WATCO’s existing 

on Vista Properties, LLC (“Canyo 

DECISION NO. 68657 



DOCKET NO. W-01979A-05-0645 

ATCO currently has two water systems; the Silver Lake Estates System 

Water System (“PWS”) . 09-027) and the Bourdon Ranch Estates System (PWS No. 09-049). 

According to Staffy WATCO is current in paying its property taxes. The Silver Lake Estate System 

serves approximately 260 customers, and the Bourdon Ranch Estates System serves approximately 

Staff stated that based on historical growth rates, the existing service are 

anticipated to have approximately 315 total customers at the end of five years. The two sys 

consist of two wells with a total product capacity of 89 gallons per minute (“gpm”), 125,000 

erconnected via a temporary line to accommodate demand 

periods. WATCO is in the process of obtaining a Water Infrastructure Financing Authority 

’) loan to finance the construction of a line which will permanently replace the temporary 

. Grapp testifie at, in addition to the replacement of the temporary line, WATCO will 

tain additional storag d upgrade its water meters throughout its existing system 

proceeds of the loan. WATCO has informed Staff that it plans to file a financing application with 

Commission for the required loan approval within six months. Staff recommends that WATCO 

file for loan approval no later than six mo 

Because the requested extension area 

of a decision in this docket. 

d service area will be served by its own well and storage tank. WATCO predicts 95 

nd of five years. The new system will include a 
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construction of the facilities, conveyance of the facilities to the utility company, and a refund by the 

water utility of ten percent of the annual revenue associated with the line to the developer for a period 

ten years. Staff recommended that WATCO filed with Docket Control, as a compliance item, a 

Notice of Filing indicating WATCO has submitted for Staff review and approval a copy of the fully 

executed MXAs for water facilities for the 

Staff stated that the Arizona Department of Environmental Quality (“ADEQ”) has 

ater systems are currently delivering water that meets WATCO’s two existin 

ADEQ water quality standards. 

8. WATCO is not located i 

Arizona Department of Water Resources (“ADW’) reporting and conservation rules. WATCO has 

not yet received a copy of the Developer’s Letter of Adequate Water Supply for the requested 

extension area. Staff recommended that WATCO be ordered to file with Docket Control, as a 

compliance item, copies of the Developer’s Letter of Adequate Water Supply, stating that there is 

adequate water, no later than six months of a decision in this docket. 

9. Rules established by the United States Environmental Protection Agency (“EPA”) 

require the maximum contaminant level (“MCL”) for arsenic in potable water to be reduced from 50 

parts per billion (‘ppb”) to 10 ppb, effective January 23, 2006. Staff stated that the most recent lab 

analysis of the wells for the two existing water systems indicates that the arsenic levels are 3 and 4.6 

itated that WATCO in 

:ommission for net loss of $12,582 

68657 
DECISION NO. 



.ecommended that WATCO be required to charge its authorized rates and charges in the exte 

irea. 

September 30, 2006, using a 2005 test year. Mr. Grapp testified that WATCO agreed with Staffs 

.ecommendation. 

Staff further recommended that WATCO be required to file a rate case application 

DECISION NO. 68657 
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DOCKET NO. W-O1979A-05-0645 

require WATCO to file with Docket Control, as 

the ADEQ Approval to Construct (“ATC”) for the proposed new water 

one year of a decision in this docket. 

quire WATCO to file with Docket Contro 

docket, a Notice of Filing indicating WATCO has submitted for Staff review and approval, a 

copy of the fully executed main extension a the extension 

area within 365 days of a decision in this dock 

(e) To require WATCO to file with Docket Control, as a compliance item in this 

docket, copies of the Developer’s Letter of Adequate Water Supply, stating that there is 

adequate water, no later than six months of a decision in this docket. 

(f) To require WATCO to file with Docket Control, as a compliance item in this 

docket, a copy of the franchise agreement from Navajo County for the requested area within 

365 days of the decision in this docket. 

(g) To require WATCO to file a rate case application by September 30, 2006, 

using a 2005 test year. 

15. Staff further recommended that the 

Jertificate extension to WATCO be considered nul 

I meet Conditions (b), (c), (d), (e), time specified. 
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isting water Certificate of Convenience and 

Necessity to include the area escribed in Exhibit A attached hereto and incorporated herein by 

reference be, and i ved, subject to the conditions more fully described herein. 

Corporation doing business as 

ion doing business as WATCO, 

d the Bourdon Ranch Estates 
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